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25X1 1. Oinca wid=1070 worla patliy production has doclined,

stacks in all countrics have boeon drawn down, imvorting
countries have been left with unfilled demand, and pricos
have moved up sharply. The harvast that began in August in
the United States and in Ocltober in Asia is expected to
bring at least temporary xeclief., Output will not be adequatae
to rebuilld stocks, however, and another period of short
supplies is expected in mid-1974.

2. Following the bumpcr crop of 200 million tons (ex-
cluding the PRC and North Viectnam) in ;969/70, world paddy
output declined by sbout 9% to 182 million tons in 1972/73.
The first two years of the downturn reflected production
cutbacks by some ecxporting countxies and poor rice growing
weather, crop discase, war, and pricing problems in a number
of other countries. Output in 1972/73 declined sharply --
mainly because of poor monsoon rainfall in Asgia, where most
of the rice is grown and consumed. Production in the current
crop year is cxpected to return to about 200 million tons.
Improved weather in Asia and increases in the area planted
around the world account for the increase.

3. TLess than 5% of the production normally enters

25X1

internaticnal trade and ‘relatively feu countring are exnortols, .4
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Croo i bed Stabos and whatland beleg the peinelpal encu.
Ui ine Shesn edecrnastonacs, the onoort mavkel gulaelly moved
from o sinaabl. oot seenlus stesks and depressed prioes in

carly 19V to deplated stoths and pricy ingreasos of noxe
than 30% by mid=-1972. Dy nid-1973, stocis were the Jowvest
on record and prices the highest. As a result, many import-
ing countriecs had to shift to other grains to feoed their
populations., By drawing on the curxent harvest, the United
States will be able to maintain exports in 1lY73 at nearly 2
million tons. Thailand, with depleted stocks and a later
harvest, has less than 1 million tons availabl: for export
this yecar, compared with 2 million tons in 1972. Thailand's
much improved current crop probably will permit exports of
about 1.6 million tons in 1974, and world exports may recach
7.4 million tons, up from 6,5 million in 1973.

4., Despite the improved crop outlook and larger exports
in 1974, world demand will continue wo press hard on supplies.
Prices are dropping slightly as the US crop comes into the
market and probably will decline further in early 1974 as the
mhai harvest becomes available for export. But supplies will
be tight and prices will move up again befcre the next crop
wecomes available in the latter part of 1974. Demand for US
exports on concessionary terms will continue to be high, but
the rice may not be available at reasonable prices. US rice

experts prodict that possibly two-thirds of the US crop will
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b told by the end of thia ealendar yonr, Thin would laave
Gl ot 800,000 tang i loble cox sale durlneg Januavy-
gJuly 1970, of whleh aboulb 600,000 tons are rlannoed as PL=480
shipmanta,

5. The longer-rangs outlook is for continued sharp
fluctuations in the world rice market. Even with increased
use of high-yielding seeds, rice output in Asia probably will
increasc by only about 3% annually. Several countries will
romain hecavily dependent on imports, especially in ycars of

POoYr CXrops.

Introduction

6. Since mid-1972 a number of countries of Asia, where
most of the world's rice is grown and consumed, have been
unable to buy the amounts needed to feed their growing popula-
+ions and curb steep increcases in domestic prices. Tightness
in the world rice market is the result of a decline in world
rice production during the past three years.

Production Trends in Recent Years

7. World paddy prcduction, ekcluding the PRC and North
Vietnam,* declined for three successive years following a
peak output of about 200 million tons in 1969/70 (see Table 1).
The downirend resulted from production cutbacks in some export-

ing countries and poor weather, crop disease, war, and pricing

NG Toliiole Lire Sorics is avidlable for the PRC or North Vietnem. The
PRC vreducad en estimated 105 willion to 110 million tons of paddy in crop
yoar 1971/72. (Crep years begin on 1 August of the first stated year.)

-3-
Approved For Release 2006/09/26 : CIA-RDP85T00875R001900010010-6

AR ":Tz N ; )

A
A b vy 10 \hea




) ' ¢ 1 .“ \
COUEIUETIAL
Approved For Release 2 I é] RDP85T00875R001900010010-6
probrivens dn sovaral oithor countying,

N W W jor oosochera, bhn Unttod Stat s and Janan,
ogeer wutbing pooductdon in 1009/70 auoa roaclion Lo oxe sss
stocka. e Uieh ntoeks al double the dasired levels, thoe US
govornmante, under its price support and acreago controly
program, roduced acreage planted to rice by 25% in 1269-70.
Production dropped by 20% during the two ycars. An additional
10% reductién in acreage planned for 1972 was rescinded when
it became.clear that some Asian countries would nced more
imports in 1972/73. In 1959 Japan began to reduce its 6
million tons of stocks by prémoting other c¢rops, using 1l
million to 2 million tons annually for feed and industrial
uses, and exporting supplies on long-term credit, although it
had not previously been an exporter. In three years, produc-
tion dropped by 28% and stocks by 70%.

9. Rice output in other major producing countries de-
clined moderately in 1970/71 and 1971/72 for various reasons
and then dropped sharply in 1972/73 because of widespread
poor weather. Bangladesh was hit by cyclones in 1970 and
civil war in 1971 and 1972; output in Cambodia and South
Vietnam was interrupted by war; shortsighted pricing policies
helped to depress output in Burma, Indonesia, Cambodia, the
Philippines, and Malagasy. Last yeér, erratic and sparse

rainfall across Asia, Africa, the Middle East, and South

-
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senrlea causcd a e drop in productlon.  Recont Lrends in

yortd aroduction ame dndicatad by ehe folloding Lrdonos,

Us ana VWeorld

Jan:n OLhor Total
1969/70 lpO 100 100
1970/71 88 99 98
1971/72 74 | 99 96
1972/173 84 92 91

Rice Trade and Prices

10. Most rice is consumed in the producing country;
less than 5% of world output enters international trade.
Therefore, even minor shifts in production or stock accumula-
tion may have a large effect on trade. When production de-
clines, demand for imports ncrmally rises even though each
country attempts to offset a crop shortfall by belt-tighen-
ing, drawing down stocks, and switching to other foodgfains,
If exportablec stocks have already been drawn down, world
prices can rise sharply. All of these elements were present
in 1972, as the world rice market shifted from a condition of
readily available supplies to one of shortages.

11. In 1970/71, surplus stocks in exporting countries

éepressed world prices and brought special export efforts.

Exports increased from 6.8 million tons* in 1969 to 7.8 million

% ALthouga worldsida production data are available on a paddy and crop year
basis, trade data are availeble only for milled rice by calendar vear,
¥illing rates vary fxcm 0.60 &0 0.75. 2n average rate of 0.65 1s used to

convert paddy data to milled rice oquivalents.
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Long An 1970 (seo Yable 2), Thailand and Burmua, in particul,
cub peldes, By Ancil/toy 1971, world ouport prleas vere abeg
“0% lower *han o yoars earlicr. Japan and the United Dhave,
ofleved »ice on soft long~toeem credit. Over 70% of US Cfa,r e
in 1971/72 consisted of PL-480 sales and grants, Some Asi,,
countries took advantage of the low prices and easy credit ¢
raise consumption, substituting rice for less preferred graing,
gouth Rorga, which had increased imports steadily since 1l9¢6c,
imported more than 1 million tons in 1971. Indonesia importcq
between 500,000 and 1 million tons each year during 1970-72.
The Philippines, South Vietnam, and Cambodia increased imporss
to offset production problems. The resulting trends in worid
exports and prices are indicated in Table 3.

12. The export situation changed rapidly in mid-1972.
Surplus étocks had been liquidated and prospects for the 137,71
crop were poor. In the Northern Hemisphere, stocks are norsally
at their seasonal low from June or July until the new harves:
begins -- in August in the United States and several months
later in Asian countries. In mid~1972, Thailand, Burma, and
Brazil temporarily restricted exports because of domestic short=
ages and steeply rising internal prices. Japan and Pakistas
. had only small quantities of poor-quality rice available fov
export in the last half of the year. By 1 August, the US

carryover stock was down substantially, and much of it alre.ady

. . e o !
was cornitted. Despite these problems, world exports rea. e
-G-
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‘o recond Loevel of about 0.3 million tons in 1972. A numboxr
of Asian counlerliod novarthuleoss wore 1afh oith uniillad ve=-
gquentto and had to deport ebhor foodgrains instead of rico.
By Decoenber 1972, orport nrices had incretsed 40-50% come

pared vith a year earlicr (Table 4).

Euponts During 1973
‘ ”;”15;m nly some 6.5 million tons of rice will be exported
this ycar. prort sales were small and sporadic from June
untll the us crop became avallable .and prices increased by
nearly 50% since January (Table 5). Thailand ceased quoting
export prlces in March and banned further large export comit-
ments in June until the 31ze of lts 1973/74 crop could be |
‘dctermlned lelted rlce exports vere resumed in October

and prlce quotcs for the W1nter harvest may be issued in
Novembcr. Burma and Italy aleo banned exports to protect
dome tlc markees. These three countrles may account for the
Lotal decllne of 1 8 mllllon tons expected this year.

.14. The Unlted States is the only major exporter that
Shlpu much of the fall harvest before the end of the calendar
year, The first part of the crop 1s normally available for
export in September. This year's poor weather (which delayed
both planting and harvesting) and low stocks held exports in
August and September to 150,000 tons -- about 40% less tnan
last year, Shipments arc expected to move rapidly during the

last quarter, and the 1973 volume should avproach the 2.0

=7~
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nillion tons cuported in 1972, Export prices appear to havae
poarad Ln Oztoboer, Dotir US domoestle and export sales wove
ok ia lats Octoboer and early Novaember abf slightly reducsd
vrices. Prices are expechad to decline further whon the Thai
crop comes on the markat latev this year,

Curzrent Crop Outlook and 1974 Trade Prospeckts

15. The 1973/74 rice crop.islexpected to be excellent,
‘probably'cqualing the previous record. Monsoon rains in Asla
were fuvorable; acreage was expandad in most countries; summer
flocds and typhoons caused only limited damage; ard harvesting,
although just getting under way in sonthern Asia, is progress-
ing well. Production data for individual countries are 3til)
tentative, but the estimates presented in Table J show that
ouﬁput in all major Asian producers except Japan and Cambodia
is expected to about equal or exceed 1969/70 levels. Although
Japan did not expand acreage this year, output increased due
to higher yields. The rice crop in Pakistan was not damaged
as much by the September floods as was first expected.

16. US farmers were permitted to expand acreage by 20%
this vear, but production is not expected tn increase to the
same extent. The generally late spring and storm damage in
the southern growing areas during September reduced the crop,
according to USDA's 1 November estimate, to 4.3 million tons,
a 12% increase over last year. Italy is harvesting about 1l.C

million tons, a 10% increase over last year. Other countries

-
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that contributo to the oxport narkot arce aoupocted to have
normal erops on the Qvuraga,

17. Loazgor crop: will moan a rore confortable supply
situation in a number of Auian countries during the carly
part of 1974, bult moro chan ona good crop will be required
to replenish stocks, since demand will continue strong. By
mid-1974, gupplles will kecome tight and prices high again,
although the shortage is not likely to be as severe as this
Qear. It is eytimated that exports in 1974 will be about
7.4 million tons, up by nearl; 1 million tons from 1973, but
still considerably kelow the 1972 high (Table 2). This leve!
will not allow importing countries to obtain all they want
for current consumption and stock rebuilding. South Xorea,
the Philippines, Indonesia, South Vietnan, Cambodia, and
Bangladesh will want more rice than is likely to be available
to them -- particularly if world prices decline somewhat.
Thailand, on the other hand, will have a comfortable domestic
situation if production increases by 1.3 million tons (milled
rice basis) and expoits by only 650,000, as currently forecast,

18. Of the approximately 2 million tons available for

export from the U3 crop, about 600,000 tons probably will be
shippad under the PL-480 program, mainly to South Vietnam and
Cembodia. PL-480 exports were 1.3 million tons from the
1971/72 crop aﬁd 940,000 tons from last year's crop. There is

still some question whether 600,000 tons can be purchased for
-9-
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thia purpose without disturbing comaercial exports, as the
Law voquirves,  IF the tight markel cases later this yoar and

is stable during early 1974, caxcful buying in small ¢uanti-
ticn may not slynificantly inercase prices. Nevertholess,
US exporters predict that commorelal cxport commitments may
amount to 1.2 million tons by the end of December, leaving
little more than the projected PL-480 tonnage available for
.sale in the first eight months of 1974.

19. Next year's rice market could be eased measurably
if the PRC had a good crop and decided to increase rice
exports as it did in 1966 and 1967, when world prices were
unusually high. At that time, it exported more than 1 million
tons annually, compared with exports of 600,000 to 800,000
tons during 1963-65. The PRC had a pcor agricultural year in
1972 and this year has not been much better. Peking is pay-
ing high prices for its increased imports of wheat and corn
this year. This suggests that the PRC will not increase xice
exports, but it could be tempted by high prices. Chiné will
produce 100-105 million tons this year.

Future Crop Prospects

20. Rice production in the United States probably wiil
increase substantially in 1974, provided :that prices do not
decline markedly before the spring planting season. The USDA
has announced the removal of rice marketing quntas and fixed

price supports at 65% of parity for a minimum acreage --

-10-

1
(LR ARSI A SRS

Approved For Release 2006/09426, ; GHA-RPR§57:00875R001900010010-6
| SRS R |




Approved For Release 2006/09/26 : 1900010010-6
PP ‘G’UTP’T’ TR

chinges Lhat could dnsveads output Ly 30=-40% In ono yoar,
Jupan alLo Ly oagaln expanding acreage, and sevaeral other Asion
countriocs are Ltrxying hard to incrceasce production. Jf'or most
countrics, however, outpul will ag usual depend mogtly on the
weathex.

2l. Given average weather, putput in Asia during the next
several yecars will increase at about an average of 3% annually,
a rate barely sufficient to keep pace with population growth
and provide modestimprovements in diets. The use of high-
yielding seeds continues to spread slowly -- to about 17% of
the total rice area of South and Southeast Asia in 1971/72 --
but average yields have remained low for lack of fertilizer
and irrigation. Research is continuing to improve cooking
qualities and disease resistance, two factors which iimited
their use at first. The major long-term problem ir. achieving
the potential of the high~yielding seeds in developing countries
is the small size of the area that has adequately controlled

water supply.

CIA/OER
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PARDY PROCCCTION, BY MAJOR PRODUCERS &

N

Million Metric

o1 or i s 8 - s -

196270 lE/2y 197z 1972473 ¢/ 197:/74 4/

Horld Totel b/ 200 195 193 182 209
Unitad States 4.1 3.8 3.9 3.9 4,3
Japan 18.2 15.9 13.6 . 14,9 15.3
thjor Asian Producers
" Thailand '13.4 13.6 13.7 12.0 14,0
Bangladesh 18.2 16.7 15.0 15.0 18.0
. Burma 8.0 8.1 8.2 6.8 8.0
Cambodia 3.8 3.8 2.7 1.0 0.8
India ‘ 60.6 63.7 64.5 55.5 65.0
Indonesia 16.2 18.4 19.3 18.8 19.0
Pakistan 3.5 3.2 3.4 3.5 3.5
Philippines 5.2 5.3 5.1 4,6 5.3
South Korea 5.5 5.6 5.8 5.3 5.5
South Vietnam 5.1 5.7 6.3 5.9 6.1
Taiwan 3.0 ‘ 2.9 2.7 3.1 3.9
Other 35,2 29.3 28.8 31.7 3.3

a. For crop year beginning 1 August of first stated year.

b, c&xcluding PRC and North Vietnam, for which reliable data are not
available on an annual basis. PRC paddy production is estimated at 105

to 110 million tons in 1971/72.

c. Preliminary, For a few countries, significant difforences exist be-
tween the estimates published by USDA and information available from other
sourcas. In general, however, the differences offset each other, result-
ing in a fairly close agreement regarding the world total,
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raUnSAND BETAIC TONS

A‘pprov:ad For Relem%;dglgé\
Teble 2
PILLED PECe
Sl M
AUSTALTA 113 18k
DRAZIL 14 129
BURHA 79 800
" PRC 935 45
EGYPT b5 515
ITALY 3y? 4328
JAPAN L30 900
PAKISTAN Laa UL?
THAILAND 1102 1,576
UNITED STATES 12740 2.415
OTHERS 7dh b30
TOTAL 7456, 7600

wren e
372 1490
49 125
510 100
800 900
45k %50
428 200
200 L50
300 700

2.0% 550
2,030 1.950
1175 400
8,300  b.500

220
0
300
900
500
500
e00
00
1.L00
2.000
k00
22420

A. PRELIMIMNARY.

B. FORECAST~ BASED OM ESTIMATED PRODUCTION AMD DOMESTIC DEMAND DURING

CURRENT Cnu? YEAR.
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Table 3

LD AES OF MORLD RUCE EAPORTS AND PRICES

1963 8 100

T PPt - - e PR

Export Volume Average Price
1963 100 100
1964 104 | 95
965 109 95
1966 103 115
1967 96 154
1968 88 141
1969 92 ‘ 130
1970 103 99
1971 106 89
1972 113 106
1973 a/ 88 160

a. Estimated for the whole of 1973.
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TURTLAND: MLILLED RICE EXPORT PRICES a/

_US_Dollars por ietric Ton

1969 1970 197 1972 1973
January 181.290 154,20 139.20 133,81 191.50
February 178.80 151.20 125.10 129.50 194.00

March 185.28  143.04  115.20  130.50  208.05b/
‘April 183.60  139.20  112.80  131.05 |
May 190.80  139.20  123.84  135.35
June 197.76  141.60 - 127.20  135.35
July 198.60  142.80  129.00  147.35
August 188.40  145.68  131.52  171.00

September 186.68 142,20 136.20 166.20
October 185.40 142.50 133.80 170.90
November  186.00 141.60 130.89 178.00
December 178.56 138.00 127.80 188.80

a. Prices relate to first-quality ihai white rice (5%
brokens), which is traditionally used to indicate world
price trends. The data are for the end of the month.
The prices are f.o.b. Bangkok.

b. Thailand suspended price quotations on 5 March 1973.

CiA/OER
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WIHTTED STATES: MILLED RICE

L T . L UTEE N VR TRy PR O A SO U P Y P S D P

1971
Annual Average DR
January 190
February 190
March 190
April 190
May 185
June 192
July 192
August 192
September 192
October 192
November 192
December 196

4_.»-. -

VHOLESALL

'\.C

12
21

196
196
196
196
201
201
201
201
220
231
276
276

%

PRICE o/

U8 Dollnes per Hetric Ton

g

1973
33300/
284
284
284
337
337
337
337
359
408

a/ Price in New OrTeans market.
b/ January-Scptember average.
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